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KEY ECONOMIC INDICATORS 


(One Liberian dollar equals one U.S. dollar) 


National Accounts 

GDP at current prices®/ 
Population 

GDP per capita 
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$ million 
Millions 
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Consumer price index (Sep-Nov 1964 = 100) 
Real GDP per capita (constant 71 prices) dollars 


Government Finance 

Budget revenues 

Recurrent budget expenditures 

Development budget 

New foreign aid commitments 

External debt outstanding>/ 
(at end of year) 

External debt servicing 

Debt service as % of revenue 


Monetary Sector’/ 
Foreign assets (net) 


Domestic credit 
Claims on government (net) 
Claims on private sector 
Deposit money 
Quasi-money 


Foreign Trade 
Exports, FOB 


Iron ore 
Rubber 
Diamonds 
Lumber & Logs 
Coffee 


Imports, CIF 

Trade surplus 

U.S. share of exports 
U.S. share of imports 
Trade balance with U.S. 


a/ Includes both subsistence and monetary sectors. 
b/ CY 1976 estimate from Ministry of Finance. 

C/ Based on data from National Bank of Liberia. 
d/ Total for Jan-Oct 1976. 
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SUMMARY 


After marking time in 1975, the Liberian economy made slight gains in 
1976. In real terms, the Gross Domestic Product rose by 2.5 percent. 
Inflationary pressures subsided. There was a sizeable increase in the 
output of iron ore, lumber and logs, and coffee. The foreign trade 
surplus, however, was $60.8 million in 1976, $2.4 million less than 
in the preceding year. The net foreign assets of the banking system 
made an impressive increase. The government began to implement $73.1 
million of development projects as part of the 4-year socio-economic 
development plan. The decision to proceed with the giant Wologisi 
iron ore mining project is expected to be made in 1977. In summary, 
1977 will be another year of modest growth for the Liberian economy. 
The United States is expected to retain its position as Liberia's 
pre-eminent trading partner and as a leading source of capital and 
technical assistance. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Overall Economic Performance 


After a year of virtual stagnation, the Liberian economy made a slight 
recovery in 1976. The Gross Domestic Product (GDP) at current prices 
increased by 9.7 percent over the previous year. In real terms, the 
GDP rose by 2.5 percent during 1976, whereas in 1975 there was a 
slight decrease. There was a sizeable rise in output of iron ore, 
lumber and logs, and coffee. While production of rubber fell slightly, 
its contribution to the GDP was more than in 1975 because of higher 
rubber prices. Inflationary pressures subsided in 1976. The consumer 
price index rose by only 6 percent, while in 1975 the index increased 
by 14 percent. During the second half of 1976 the consumer price 
index had become stabilized. With the exception of two categories 
(drinks and tobacco; and health, personal care, and services) no 
components of the consumer price index registered price increases 
greater than 4 percent. The balance of trade position of Liberia 
remained relatively stable in 1976 with a trade surplus of $60.8 
million, down slightly from a surplus of $63.2 million in 1975. 


Government Finance and Banking 


The fiscal situation has changed from that of several years ago when 
a "balanced budget" based on understated revenues and a tight rein on 
expenditures usually resulted in budget surpluses. More recently, 
fiscal years have ended with little or no surpluses after adopting 
more realistic estimates of revenues. To cope with the growing need 
for revenue to finance the 4-year development plan, the government 
has successfully renegotiated many of the concession agreements 
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resulting in substantial increases in government revenues. (Income 
tax collections have also been improved through better tax adminis- 
tration. In addition, the jump in the number and tonnage of ships 
registered under the Liberian flag in recent years had produced a 
dramatic increase in revenue from this source. Such revenue is 
expected to decline slightly in 1977 from the 1976 level. Iron ore 
profit sharing, although rising rapidly during the past two or three 
years, may have reached its peak and may even decline without a 
strong revival of world demand for iron ore. 


Revenues, even with these and other increases, have apparently not 
been growing quickly enough to satisfy the government's requirements 
for development funds. Consequently, in January 1977 a medium-term 
$30 million loan agreement was signed with a consortium of inter- 
national banks. Previously, there had been recourse to limited 
amounts of suppliers’ credits and short-term bank borrowings. Thus 
far, however, these borrowings seem to be well within the govern- 
ment's ability to service them, especially if prices and demand for 
Liberia's major exports are sustained at present or higher levels. 


Monetary indicators also show an increase in economic activities. 
The liquidity of the private sector increased considerably as 
indicated by the 58.9 percent and 33.5 percent jump in demand 
deposits and time and savings deposits respectively. There was a 
modest increase of 6.7 percent in domestic credit in 1976. The 
foreign exchange position of the banking system improved during 
1976 by a remarkable 571.7 percent. The commercial banks, in 
particular, were able to build up large deposits abroad. After 
little expansion in 1974 and 1975, domestic credit to both the 
private and government sectors recorded modest increases. 


Foreign Trade 


Total 1976 exports increased by 16.9 percent to a record high total 
of $460.9 million. Exports were buoyed by sizeable increases in 
shipments of all major commodities: iron ore, rubber, lumber and 
logs, and coffee. The lone exception was diamonds, the -export of 
which fell to $16.6 million in 1976 from $18.4 million in 1975. As 
mentioned before, the 1976 trade surplus was $60.8 million as com- 
pared with $63.2 million in 1975. Unusually large imports of 
construction and transportation equipment in the last quarter of 
1976 reduced the export surplus below the 1975 level. 


The performance of the foreign trade sector is not expected to show 
much change in 1977. The volume of exports will depend on the 
success the leading industrial countries have in stimulating their 
economies. A revival of the iron and steel industries in these 
countries would perk up demand for Liberian iron ore. Liberia would 
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be able to fill any surge in orders for iron ore because of its large 
inventories. The export outlook for rubber looks promising as high 
prices are expected to encourage substantial increases in rubber 
output. Exports of forest products should continue at a brisk pace. 
Meanwhile, imports financed by external grants and loans as well as 
by proceeds from exports and other income will continue at the 
current high level. 


External Assistance and Economic Development 


The implementation of the government's four-year socio-economic 
development plan calling for total expenditures of about $4.5 million 
began on July 1, 1976. The plan represents a substantial departure 
from ad hoc programming resulting in the implementation of unrelated 
projects. The emphasis of the plan is on rural development with most 
of the expenditures for roads, agriculture, and social and community 
services. The transformation of socio-economic conditions in the 
rural areas is expected to improve agricultural productivity and 
incomes. 


Implementation of the development plan may cause some difficulties 
since considerable discipline on the part of the various ministries 
is required. The annual development budget is the “operational link 
between the plan and the achievement of the physical targets and 
broad development objectives." Fullest cooperation of all the 
ministries is essential in preparing the annual budget. The plan 

is revised each year to take into account new data which will be 
considered in evaluation of new projects and in deletion of old 
programs. There is continuous inter-ministerial coordination so that 
the government can take a more systematic approach to development 
than in the past. 


For the first year of the plan, development projects costing some 
$73.1 million are being implemented. Of this total, 87 percent was 
included in the original plan, while the remaining 13 percent 
represents new projects. In terms of sources of financing, $38.0 
million or 52 percent will be from external sources while $35.0 
million or 48 percent will come from domestic resources. 


In the agricultural sector, emphasis is being placed on rice, the 
most important subsistence crop in Liberia. To make the country self- 
sufficient in rice by 1980, many rice projects are being implemented 
through large-scale mechanized development of new areas and through 
reclamation of small swamps using improved farming methods. Rural 
integrated development projects are being implemented in Lofa and 
Bong counties. A start is being made on tree crop development for 
the growing of oil palm, coconut, cocoa and coffee. 





6. 


In the transportation sector, all types of roads, financed by ex- 
ternal and domestic resources, are being constructed into the 
interior of the country. A road maintenance program is included 

as part of the plan. The government-owned public utilities are 
being expanded so that they can meet the requirements of the 
expanding population for electric power, water, and telephone 
service. Improvement and expansion of the country's educational 
facilities are being implemented with loans and technical assistance 
from external sources. 


Foreign Investments 


No large foreign investments were made in 1976. Bong Mining 
Company is completing a $129 million expansion of its workers' 
housing and iron ore pelletizing facilities. LAMCO has decided 

to defer implementation of its large Tokadeh project. It is, 
however, rushing installation of additional crushing facilities 

at Buchanan to meet world market demand for more fines rather than 
pellets. Liberia Mining Company and the National Iron Ore Company 
have begun negotiations for a mining concession for the Bie 
Mountain iron ore deposits. There are no new developments on the 
Putu iron ore project in Grand Gedeh County. With the signing of 
the supplemental agreement to the 1975 concession agreement, the 
Wologisi iron ore project may finally get off the ground by the end 
of 1977. In addition, there are several foreign investors who are 
interested in gold mining, especially in the area near Zwedru. 


Some 30-40 foreign firms, including a few American companies, have 
expressed an interest in establishing manufacturing facilities in 
Monrovia's Industrial Free Zone. Work on the Free Zone's infra- 
structure is expected to be started by summer and completed in 
early 1978. Foreign investors may use factory buildings put up by 
the Free Zone or construct their own factories. 


Liberia's abundant forest resources have attracted many foreign 
investors. Getty Oil Company's $40 million plywood plant and saw- 
mill at Greenville is gradually stepping up production after initial 
startup difficulties. Plywood from this plant is now being exported 
to European and American markets. Negotiations are still under way 
between Swedish interests and the government for a concession to 
cover the growing of fast growing conifers suitable for making 
Paper. 


Although the government is continuing its "Open Door" policy of 
mutually beneficial partnership between Liberian and foreign 
enterprises as part of its development strategy, increasing 
emphasis is also being given to the establishment of linkages 
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between concessions and the rest of the economy and on the fuller 
participation of Liberians in positions of skill and responsibility 
in all areas of the economy. The “Open Door" policy will, therefore, 
mean a higher degree of meaningful Liberianization. 


IMPLICATIONS FOR THE UNITED STATES 


Political stability, continued support for the “Open Door" policy and 
the free market system, plus the government's generally conservative 
fiscal policy have helped to create a hospitable climate for foreign 
business to flourish. American firms have played a major role in 
bringing Liberian natural resources to world markets. U. S. investors 
are currently interested in several iron ore, gold, and diamond 
mining projects. With the likelihood of a customs union being 
established with Sierra Leone within the next few years, American 
companies are beginning to look into the possibility of manufacturing 
various consumer goods in Liberia. The Industrial Free Zone in 

the Free Port of Monrovia offers attractive inducements for setting 
up processing facilities for goods to be marketed throughout West 
Africa. Joint ventures with local investors are recommended. 
Investors should be prepared to submit a Liberianization program in 
their investment proposals. The government favors any investment 
proposal that calls for the use of Liberian raw materials. Investors 
should be cautioned that there are still major constraints such as 
the lack of adequate infrastructure and labor skills. 


The United States is expected to maintain its position as Liberia's 
most important trading partner. Onac.i.f. basis, Liberian imports 
from the United States are projected to easily exceed $100 million 

in 1977. Established product acceptance and competitive prices 

give American products a competitive edge on those from other countries. 
The best prospects for American products in 1977 include the following: 
construction machinery, transport aircraft, motor vehicles, mining 
equipment, electrical machinery, telecommunications equipment and 
structural and reinforcement iron and steel products. 
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